
COMMONWEALTH OF KENTUCKY 

BEFORE THE P U B L I C  S E R V I C E  C O M M I S S I O N  

* * * * * 

In the Matter of: 

C I T I E S  SERVICE OIL & GAS CORPORATION 1 CASE NO. 
(ABANDONMENT OF RESIDENTIAL S E R V I C E )  ) 9510 

O R D E R  

Cities Service Oil and Gas Corporation ("Cities Service") 

produces natural gas in Kentucky, including Floyd and Pike 

counties, for sale to Columbia Gas Transmission Corporation 

("Columbia") and Kentucky West Virginia Gas Company 

("Kentucky West"). Since both companies are interstate 

pipelines, t h e s e  s a l e s  are considered a part  of interstate 

commerce and subject to federal regulation by the Federal 

Energy R e g u l a t o r y  Commission ( " F E R C "  1 . 
Under K i t s  278.485,  residential consumers located within 

the vicinity of a gathering line of the type operated by 

Cities Service may apply for and receive gas service at an 

approved rate. However, KRS 278.485 1s n o t  applicable to any 

gathering system that sells directly to an interstate 

Thus, i n  order to lawfully sell gas to pipeline . 
r e s i d e n t i a l  consumers  in Kentucky under the provisions of K R S  

278.485, Cities Service made application t o  t h e  FERC to 
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Public Service Commission of K e n t u c k y  V. Federal Energy 
Regulatory Commission, 6 1 0  F.2nd 439  (6th C i r .  1 9 7 9 ) .  



o b t a i n  t h e  release of t h e  gas t h a t  s e r v e s  i t s  r e a i d e n t i a l  

c u s t o m e r s  from i ts  p r i o r  d e d i c a t i o n  t o  i n t e r s t a t e  commerce. 

A c c o r d i n g l y ,  i n  1980 C i t i e s  S e r v i c e  o b t a i n e d  approval  f rom 

t h e  FERC for a release of gas s u p p l y i n g  various residents i n  

P i k e  and Floyd counties. 

The gas sa les  now b e i n g  made by C i t i e s  S e r v i c e  t o  

r e s i d e n t i a l  c u s t o m e r s  i n  Ken tucky ,  i n c l u d i n g  d o m e s t i c  s e r v i c e  

f r o m  t h e  Ford  Motor Company W e l l  "A"  N o .  11 i n  P i k e  C o u n t y ,  

are s u b j e c t  t o  t h e  j u r i s d i c t i o n  of t h i s  Commission as  t o  

rates a n d  s e r v i c e s .  KRS 278.485(1) s t a t e s  t h a t  such "gas 

s e r v i c e  s h a l l  be f u r n i s h e d  a t  r a t e s  and  minimum monthly 

charges d e t e r m i n e d  by t h e  p u b l i c  s e r v i c e  commiss ion  ." 
F u r t h e r m o r e ,  i n  response t o  a q u e s t i o n  by t h e  Commission, the 

FERC s t a t e d  t h a t  it ". . . r e g u l a t e s  t h e  f a c i l i t i e s  o f  

i n t e r s t a t e  p i p e l i n e s  . . ( ~ ) n  i n t e r s t a t e  p i p e l i n e ' s  

d i r e c t ,  r e t a i l  sales,  however ,  are s u b j e c t  to  r e g u l a t i o n s  by 

t h e  a p p r o p r i a t e  s t a t e  o r  local r e g u l a t o r y  agency . "2  

o n  J a n u a r y  8, 1986, C i t i e s  S e r v i c e  s e n t  l e t te rs  t o  

c e r t a i n  domest ic  s e r v i c e  c u s t o m e r s  that t h e  company i n t e n d e d  

to abandon  r e s i d e n t i a l  s e r v i c e  from t h e  Ford Motor Company 

Well "A" No. 11. C i t i e s  S e r v i c e  provided no  r e a s o n  for t h i s  

i n t e n d e d  a c t i o n  i n  i ts  l e t t e r s  t o  t h e  c u s t o m e r s .  C i t i e s  

Service f u r t h e r  s t a t e d  t h a t  t h i e  well was " e c h e d u l e d  t o  be 

p lugged  and abandoned a r o u n d  May 1, 1986." 

* A copy of PERC's r e s p o n s e ,  d a t e d  Nobember 25, 1985, is 
at tached as an a p p e n d i x  to  t h i s  o r d e r .  
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I n  a s u b s e q u e n t  discussion with Cities Service, Commis- 

sion staff was told that the company had to remove two thous- 

and feet of gathering line from an area downstream of two 

domestic meters to allow a coal company to strip mine a 

boundary of coal. According to Cities, it will be cheaper to 

abandon the well than to replace the amount of line that was 

removed. Service to two residential customers will be 

af €ected. 

Having considered this matter and being advised the 

Commission finds that: 

1. The sales of natural gas by Cities Service to resi- 

dential customers in Pike County are subject to the jurisdic- 

tion of this Commission pursuant to KRS 278.010(3)(b), 

278 .040(2 ) ,  and 2 7 8 . 4 8 5 ( 1 )  and ( 7 ) .  

2. Pursuant to KRS 278.060 Cities Service cannot abandon 

service in a situation where the Commission has original jur- 

isdiction and the Commission deems it necessary to conduct an 

investigation into the reasonableness of the proposed 

abandonment. 

3. An investigation of Cities Service's proposed aban- 

donment of service should be initiated and a public hearing 

should be conducted as soon as possible. 

IT IS THEREFORE ORDERED that: 

1. This cade be opened  on t h e  Commiaaion's own motion to 

investigate the reasonableness of Cities Service' 8 proposed 

abandonment of oervice to certain residential customera in 

Pike County. 
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2 .  C i t i e s  S e r v i c e  s h a l l  provide testimony and any other 

supporting information to support  i ts  d e c i s i o n  to  abandon 

service i n  t h i s  i n s t a n c e .  

3 .  A public h e a r i n g  w i l l  be conducted i n  t h e  

Commiss ion ' s  offices i n  F r a n k f o r t ,  Kentucky,  o n  March 1 9 ,  

1986,  a t  9:00 a.m., E a s t e r n  Standard Time, to  assess t h e  

merits of Cities Service's proposed abandonment.  

4 .  C i t i e s  S e r v i c e  s h a l l  p r o v i d e  a copy  of t h i s  Order to 

e a c h  of t h e  a f f e c t e d  r e s i d e n t i a l  c u s t o m e r s  w i t h i n  5 d a y s  from 

t h e  r e c e i p t  of t h i s  Order by t h e  company. 

Done a t  F r a n k f o r t ,  Kentucky,  t h i s  27th  day of February, 1986. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

Secretary 


